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1 . WE ARE INSTRUCTING AMBASSADOR PICKERING TO TRANSMIT 
FOLLOWING LETTER RE JORDAN S AIR DEFENSE FUNDING PROBLEM 
TO ABDUL HAMID SHARAF, CHIEF OF THE ROYAL COURT, WHO IS 
PRESENTLY ACCOMPANYING KING HUSSEIN ON HIS TOUR OF THE 
U.S. 
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2. BEGIN TEXT: DEAR SHARIF ABDUL HAMID: 

IN CONNECTION WITH OUR CONTINUING DISCUSSIONS REGARDING THE 
OVERDUE INITIAL PAYMENT OF DOLS 140 MILLION FOR JORDAN’S 
AIR DEFENSE (HAWK/VULCAN) PROGRAM, I UNDERSTAND THAT THE 
JORDANIAN GOVERNMENT WILL SHORTLY BE APPROACHING THE 
GOVERNMENT OF SAUDI ARABIA IN AN EFFORT TO RESOLVE THIS 
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MATTER TO THE SATISFACTION OF ALL PARTIES CONCERNED. 

UNDER A WRITTEN AGREEMENT BETWEEN THE GOVERNMENTS OF THE 
UNITED STATES AND SAUDI ARABIA IN AUGUST 1976, IN WHICH 
THE SAUDI GOVERNMENT UNDERTOOK TO FINANCE JORDAN S DOLS 540 
MILLION AIR DEFENSE PROGRAM THROUGH ANNUAL PAYMENTS OVER A 
FIVE-YEAR PERIOD, THE SAUDI GOVERNMENT AUTHORIZED OUR 
DEPARTMENT OF DEFENSE TO DRAW ON FUNDS CURRENTLY ON DEPOSIT 
IN THE SAUDI FOREIGN MILITARY SALES (FMS) ACCOUNT 

(MAINTAINED BY OUR DEFENSE DEPARTMENT) WHENEVER THE 
FUNDING REQUIREMENTS OF JORDAN'S AIR DEFENSE PROGRAM 
EXCEEDED THE PAYMENTS MADE BY SAUDI ARABIA. IT WAS ALSO 
AGREED THAT THE SAUDI GOVERNMENT WOULD REPLENISH ITS FMS 
ACCOUNT THROUGH IMMEDIATE PAYMENT IN THE UNLIKELY EVENT 
THAT FUNDS PREVIOUSLY DEPOSITED IN THAT ACCOUNT WERE NOT 
SUFFICIENT TO COVER BOTH ONGOING SAUDI PROGRAMS AND THE 
FUNDING REQUIREMENTS OF JORDAN'S AIR DEFENSE PROGRAM. 

IN VIEW OF THE CURRENT UNCERTAINTY OVER HOW THE GOVERN- 
MENTS OF JORDAN AND SAUDI ARABIA INTEND TO HANDLE THE 
OVERDUE INITIAL PAYMENT OF DOLS 140 MILLION TO COVER THE 
COST OF JORDAN'S AIR DEFENSE PROGRAM THROUGH MARCH 31, 

1977, THE U.S. GOVERNMENT URGES THE GOVERNMENT OF 
JORDAN TO WORK OUT ARRANGEMENTS DIRECTLY WITH THE SAUDI 
ARABIAN GOVERNMENT AS QUICKLY AS POSSIBLE. IN ORDER TO 
FACILITATE THIS PROCESS, A POSSIBLE OPTION THAT WOULD BE 
ACCEPTABLE TO THE U.S. GOVERNMENT IS AS FOLLOWS: 
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(A) IN KEEPING WITH THE AUGUST 1976 AGREEMENT, THE 
U.S. GOVERNMENT IS ENTITLED TO DRAW UP 

TO A LIMIT OF DOLS 540 MILLION FROM THE SAUDI FMS ACCOUNT 
TO COVER THE ONGOING EXPENSES OF JORDAN'S AIR DEFENSE 
PROGRAM, IN THE ABSENCE OF REGULAR PAYMENTS BY SAUDI 
ARABIA TO THE UNITED STATES DEPARTMENT OF DEFENSE AS 
PROVIDED FOR IN THAT AGREEMENT. 

(B) SUBJECT TO THE AUGUST 1976 AGREEMENT REMAINING IN 
FULL FORCE, THE U.S. GOVERNMENT IS PREPARED TO BILL THE 
GOVERNMENT OF SAUDI ARABIA FOR THE INITIAL, AND CURRENTLY 
OVERDUE, DOLS 140 MILLION PAYMENT ONE YEAR FOLLOWING THE 
TERMINATION OF THE FIVE-YEAR PAYMENT SCHEDULE PREVIOUSLY 
AGREED UPON. THIS MEANS THAT THE DOLS 140 MILLION PAYMENT 
WOULD BE BILLED TO THE GOVERNMENT OF SAUDI ARABIA ON 
JUNE 30, 1981, ONE YEAR AFTER THE FINAL PAYMENT ENVISAGED 

IN THE CURRENT SCHEDULE HAS BEEN MADE. IT IS HOPED THAT 
THE ADDITIONAL TIME PROVIDED BY THIS PROPOSAL WOULD 
ENABLE THE GOVERNMENTS OF JORDAN AND SAUDI ARABIA TO 
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CLARIFY AND RESOLVE THEIR CURRENT MISUNDERSTANDING 
REGARDING THE OVERDUE INITIAL PAYMENT OF DOLS 140 MILLION. 

IF THE GOVERNMENT OF SAUDI ARABIA IS AGREEABLE TO THIS 
PROCEDURE, WE BELIEVE IT WOULD BE DESIRABLE TO HAVE ITS 
WRITTEN ASSENT THROUGH WHATEVER CHANNELS IT DEEMS APPRO- 
PRIATE. 

/S/ THOMAS R. PICKERING, AMERICAN AMBASSADOR. END TEXT. 

3. FOR JIDDA: IF THIS PROCEDURE IS AGREEABLE TO THE 
JORDANIANS, WE BELIEVE IT WOULD BE ADVANTAGEOUS FOR YOU 
-OR, IF YOU PREFER, CHIEF OF USMTM - TO BRIEF THE 
SAUDIS ON IT. WE WOULD ALSO WISH TO BRIEF AMBASSADOR 
ALIREZA HERE, IN LIGHT OF HIS INTEREST AND INVOLVEMENT 
IN THE QUESTION OF THE FMS LOAN GUARANTEE WHICH THE 
JORDANIANS ARE SEEKING FROM THE SAUDIS. 

SECRET 

SECRET 

PAGE 04 STATE 100267 


4. FOR AMMAN: HOLD FOR AMBASSADOR’S RETURN. 
VANCE 


SECRET 


NNN 
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